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1. Embassy estimates in current U.S. dollars. Converted from CFA francs at IMF 
average rate for years indicated. 


2. Index, 1970= 100. Industrial production: real value added. 
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SENEGAL 


SUMMARY 


After the debilitating drought of 1966-1973, Senegal has 


posted 24 months of economic recovery with good prospects 
for continued growth at least through mid 1976. Real out- 
put per capita is estimated to have grown 5% during both 
'74 and '75 paced by two good harvests and good export 
prices. This recovery has brought overall production to 
pre-drought levels,although serious drought-related prob- 
lems linger in certain hard hit sectors such as livestock. 
Despite the current relative prosperity, Senegal remains 
vulnerable to climate and international economic trends 
beyond its control. The current $1.4 billion development 
plan and the economic policy behind it are aimed at re- 
ducing these dependencies. Long term growth prospects 
are good, and an expansion of trade and investment with 


the U.S. would be most welcome. 





Current Economic Situation and Trends 
1. Rural Sector 


Agriculture is the key to the Senegalese economy 
and will remain so for the foreseeable future. More 
than 70% of the population is directly engaged in 
the subsistence cultivation of groundnuts, millet 
and sorghum. The small industrial base of the 
country is adversely affected by a poor harvest, 
since groundnut processing still accounts for a 
large percentage of industrial output. However, 
with the growth of mining, fishing and tourism, the 
economy is acquiring somewhat more resiliency. Less 
than 2% of the cultivated land (25,000 hectares out 
of 2.2 million) is under irrigation, a coefficient 
easily interpreted as continued vulnerability to 
weather cycles. 


’ 
The crops harvested at the end of 1974 and 1975 marked 


a strong recovery from the poor levels of 1973 and 
previous years. The groundnut crop rose from a low 

of 540,000 mt in 1973 to 740,000 mt in 1974 and to at 
least 850,000 mt in 1975, below the 1968 record of 

1.1 million mt. Foodgrain imports have fallen from 
841,600 mt in 1973 to 200,000 mt in 1975, but self- 
sufficiency remains an elusive goal. Some observers 
believe that a system of procurement prices which 

gave farmers higher net returns would help in attaining 
this goal. 


The agricultural recovery and general prosperity is 
due to favorable weather and intensified investment 
in agriculture. The major objectives of this invest- 
ment are the intensification of cultivation via 
improved inputs and the diversification into crops 
whose consumption must be sustained by imports, 
notably rice, sugar and wheat. Short term investment 
has taken the form of record flows of improved seeds, 
fertilizers,draft animals and simple implements to 
rural cooperatives. In the long term, Senegal is 
counting on the implementation of large hydroelectric 





projects which will make available the waters of the 
Senegal and Gambia rivers for agricultural use. 


Senegal's livestock sector remains a source of 
untapped wealth. The number of animals is estimated at 
5.2 million, down from 5.8 million in 1973. The main 
impediment to commercial exploitation in this sector is 
the difficulty of adapting traditional practices, which 
place a premium on the number of cattle rather than the 
quality, to the requirements of modern range management. 
The government operates an 80,000 hectare experimental 
ranch at Doli (Sine-Saloum) and there is a private 
sector ranch near Dakar. USAID, the IBRD and the European 
Development Fund are each financing livestock projects, 
but there are also possibilities for an export-oriented 
livestock operation with GOS participation. 


Fishing is a rapidly expanding activity, still mostly 
on an artisanal scale although the private and government 
owned fishing fleet is a good one. The 1975 catch totalled 
400,000 mt, a 15% increase, of which 90% was exported. 
Despite the almost 100% increase in the fish catch since 
1970, the potential of offshore and inland waterways remains 
largely untapped. This is another sector in which private 
foreign investment in vessels and processing facilities 
would be welcome. 


2. Manufacturing 


Much of Senegal's industrial base dates from before 
independence when the country served as a manufacturing 
and administrativetenter for the French West African 
Union. Since 1960, products sold to the former associated 
states have had to face national customs barriers which 
resulted in Senegalese industry operating at well below 
capacity. Current utilization is estimated at 70%, a 
great improvement over previous years, and the salaried 
work force in manufacturing is estimated at 40,000. 
Between 1969 and 1974, real value added in manufacturing 
increased from CFA 23.86 billion to CFA 31.943 billion 
(1970 prices) . It is noteworthy that industry is 
acquiring a certain resiliency to agricultural conditions; 
the index of production climbed every year between 1960 
and 1975 exeept for a .4% drop in 1969 and a 10.5% drop 





in 1973. 


The major industrial sector is food processing, which 
consists largely of processing the nation's groundnut 
harvest into oil and other products. This sector contributed 
about 30% to industrial value added in 1974 vs 40% in 1969. 
Although prices have fallen from recom1973 levels, higher 
production has helped to steady export earnings. During the 
fall of 1975, the government formed a corporation in 
partnership with the groundnut mills to handle international 
marketing. The government will benefit if prices remain good, 
but since Senegal's production must compete in price-sensitive 
markets, a poor year could be a drain on the national budget. 


The second most important industrial sector is phosphate 
mining and processing. During 1974, Senegal exported 1.798 
million mt of phosphates valued at CFA 22 billion, vs 1.647 
million mt valued at CFA 6 billion the previous year. The 
figures for production and sales for 1975 should be somewhat 
larger tham for 1974, although mediocre phosphate prices are 
affecting earnings. During 1975 Senegal reached an agreement 


with the former mineowners under which the government took 
a 50% interest in the mines. Active negotiations now going 
on with foreign firms should result in an exploitation 
agreement for the new 1.5 million mt per year phosphate 
mine at Tobéne (Thiés) . 


Outside of the two major industries described above, 
manufacturing activity is carried on by small plants proces- 
sing imported raw material into finished products for mostly 
local consumption. All enterprises, whether in oil refining 
or sugar processing, have high production costs because of 
high tariffs and the small scale of the market. Manufacturing 
is excessively concentrated in the Dakar region. To meet 
these problems, government strategy in the industrial sphere 
aims at creation of a free trade zone in Dakar (for large 
scale export production) and "poles of development" in other 
areas. The first pole will be the Cayar project in the Thiés 
region of the country, encompassing a refinery, phosphate 
mine, fertilizer plant, deep-water port, power-generation 
plant and a "new town". Work on this project will begin in 
1976 in cooperation with the Iranian government. Other poles 
include an iron ore mine (1.2 billion mt proven reserves) 


in the Senegal Oriental region, an agro-industrial sugar 





complex (already operational) and a textile complex 
in the Fleuve region. 


3. Service industries 


The services sector (broadly defined to include finance, 
insurance, transport, communication, construction, tourism, 
commerce and non-enterprise government service) accounts 
for 50% of the national product. It is dualistic, with 

a few large enterprises and a great number of decentralized 
small enterprises throughout the country. In recent years 
tourism has been the most dynamic part of the services 
sector, benefitting from public, foreign and private 
investment. Not only has tourism brought foreign exchange 
and employment, but it has stimulated "backward linkages" 
in the services sector--investment in roads, airports, 
communication facilities and a training institute for 

hotel workers--which are needed to make the tourist facilities 
profitable. Another emphasis in the services sector has 
been the extension of facilities toward inland areas 

which have not enjoyed the same levels as coastal cities. 
Finally, in 1975 the government took the initiative in 
creating a semi-autonomous investment bank designed to 
mobilize private capital, in recognition of the fact that 
the financial system has not played a catalytic role in 
capital formation. For similar reasons, one firm of economic 
consultants for development projects was created and an 
older firm doing similar work for the private sector was 
reorganized. 


4. Trade and the balance of payments 


During 1974 the trade deficit (in 1970 prices) improved 

from the disastrous 1973 level of CFA 24 billion ($84 million) 
to CFA 16.7 billion ($60 million) and the percentage of 
import bills covered by export receipts (excluding services) 
rose from 58% to 70%. Preliminary 1975 figures show a 





slight deterioration. The Embassy estimates the 
1975 trade deficit at CFA 18 billion ($65 billion) 
and a coverage rate near 65%, which approximates 
the long term average since 1960. 


Senegal will have continuing liquidity problems in 

the short term up to 1980 due to the price inelasticity 

of major exports and probable price/quantity increase 

in capital goods imports. However, assuming the non- 
recurrence of either drought or the 1973 surge in raw 
material prices, Senegal should be able to finance its 
deficits via a combination of policies: restraints on 
non-development internal expenditure, long term capital 
assistance, and traditional franc-zone clearance 
mechanisms. In a longer perspective, export diversification 
and the implementation of major projects such as the Senegal 
River basin development and the Tobéne phosphate mine 

will be needed to improve the balance of payments. 


5. Development Plan 


The current (1973-77) Development Plan as updated in 

mid-75 projects a total investment of CFA 323.894 billion 
($1.4 billion) in all sectors of the economy. Approximately 
CFA 170.6 billion in financing had been secured through 
July '75 and another CFA 154 billion is actively being 
sought. Senegal has been quite successful in attracting 
financing from a large number of bilateral and 
international capital sources, but it may be necessary 

to postpone several projects to the Fifth Plan (commencing 
in mid-77) due to lack of resources. 


The largest allocation (27.3%) of investment is to 

the services sector (mainly transport/communications 
infrastructure and equipment, commerce, tourism) where 
projects are indivisible and large scale. Second priority 
(26.7%) is given to social services (housing, water 
resources, health) which benefit the population directly. 
Rural development (agriculture, livestock, fishing) 

will receive 23.3% of the total because of the limited 
absorptive capacity in this sector and the postponement 
to the Fifth Plan of many large projects currently under 





study. Recently the Ministry of Plan and Cooperation 
began publication of a quarterly bulletin of information 
to keep observors informed on the progress--or lack 

of progress--in plan implementation. 


Implications for the United States 


U.S. economic interest is small but growing. There 

are two major policy trends which will affect its 
growth rate: the Senegalese desire for a diversified 
trade-investment pattern vs a determination to 

draw maximum local benefits from any trade or investment 
agreement. The interaction of these two trends implies 
that traders, investors or consultants’ should prepare 
proposals which maximize local returns in employment 
import substitution, exports and technology transfer. 
Such proposals will receive serious attention in an 
increasingly open and competitive environment. 


1. Trade 


U.S. trade with Senegal has always been imbalanced 

in favor of the United States. While the U.S. is 

a major supplier of capital goods needed for develop- 
ment projects, Senegal's major exports (groundnut 
products, phosphates, fish) are not price-competitive 
with similar U.S. domestic production. Imports from 
the U.S. having the best prospects in Senegal are those 
which have constituted the major categories in the 
past; construction equipment, aircraft parts, well- 
digging equipment, pumps. The U.S. is usually the 
second or third largest supplier to the Senegalese 
market, but the 7% market share is far below 
potential. Tariff preferences are often mentioned as 
a factor limiting U.S. exports, but since many 
capital goods imports enter duty free on government 
account, other factors are more important. The 

single most important factor is the inertia of long- 
established trading patterns and the relative lack 

of vigorous local representation by American firms. 





During 1976, American firms will have an opportunity to 
test the market at moderate cost by participation in the 
second International Fair of Dakar in December. 


2. Investment 


U.S. fixed-asset investment in Senegal is limited 
to petroleum and phosphate mining, with an addi- 
tional number of banking and other firms having 
representational offices (see list below). As 

the GOS has assumed a controlling interest in the 
mines, the total value of U.S. investment has 
fallen to about $15 million. However, several 
contracts signed during 1975 should result in an 
increase in investment. The opening of the first 
branch office of a U.S. bank in Senegal should have 
a stimulative effect on all aspects of Senegalese- 
U.S. economic exchange. 


The best prospects for investment are in agrobusiness, 
fishing and tourism. Manufacturing investment will 

be attracted to Senegal by the establishment of a 

600 hectare free trade zone near the Dakar port, 
itself a West African trade center for 100 years. 
Factories in the zone will enjoy a limited tax 
liability, as well as preferential access for their 
products to U.S., E.C. and West African markets. 
Senegal has a liberal investment code, a stable 
political environment, and a long record of pragmatic 
treatment of foreign investment. 


3. List of U.S. Investors and Firms Represented 


Banks: First National City Bank 


Banque Internationale pour le Commerce et 1'Indus- 
trie au Sénégal (B.I.C.1I.S.), owned 35% by 
Bank of America. 


Banque Internationale wur 1'Afrique Occidentale 
(B.I.A.0.), owned 49% by First National City Bank 





Société Générale de Banques au Sénégal (S.G.B.S.), owned 
10% by Bankers Trust International 


Union Sénégalaise de Banque (U.S.B.), owned 4.6% by 
Morgan Guaranty Trust 


Petroleum: 


Others: 


Société Africaine de Raffinage (S.A.R.) 
Mobil, Texaco and Exxon share 24.6% interest 
in addition to bunkering facilities and 
retail distribution of petroleum products in 
Senegal. 


Compagnie Sénégalaise des Phosphates de Taiba 
(C.S.P.T.), in which International Minerals and 
Chemicals Corporation (IMC) has 13.39% interest 


Société Frigorifique du Sénégal (SOFRIGAL), in 
which Starkist Foods has 32.5% interest 


Société Materiaux de Synthése 4 Dakar (Masyda), 
owned 40% by Materials Systems Handling Corporation 


Representatives: 


4. General 


Afram Films (N.Y.), Louis Berger Engineering (N.J.), 
Burroughs Corp (Michigan), Firestone International 
(Ohio), International Business Machines (N.Y.), 

Lang Engineering (Florida), National Cash Register 
Co. (Ohio), N'Ren Corp (Ohio) Pan American World 
Airways (N.Y.), Piper Aircraft (Pensylvania), Singer 
Co. (N.Y.), Seagram's Overseas Sales (N.Y.), 
Telecommunications Industries Inc. (N.Y.). 


Sources: 


Indicateurs Economiques- Sénégal. Banque Centrale 
des Etats de 1'Afrique de l'Ouest, July and November, 
1975; February 1976. 


Situation Economique du Sénégal, 1974. Ministére des 
Finances, September 1975. 


Réadjustment du Quatrieme Plan Quadriennal du Develop- 
pement, Ministére du Plan et Coopération, May 1975. 
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